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Available Slack and Over-Investment

Based on the Moderating Effect of Executive Equity Incentives
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Abstract: Based on the data of listed companies in Shanghai and Shenzhen A-share market from 2012 to 2016, this paper
examines the relationship between available slack and over-investment and its economic consequences. Then it analyzes the
moderating effect of executive equity incentives on the relationship between available slack and over-investment. The results
are shown below: Available slack is positively related to over-investment, and available slack leads to over-investment which

in turn decreases firm performance. It also finds that executive equity incentives will weaken the positive relationship be-

tween available slack and over-investment.
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